
July 15, 2009



 BENEFITS TO THE STATE OF INDIANA
 Streamlined financial processing and reporting

 Greater financial visibility and accountability 
across state agencies

 “Real time” access to comprehensive financial 
data

 Enhanced management decision-making 
capabilities

 Reduced need for subsidiary systems

 Lower overall information technology cost
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 Users need basic understanding of:

 Use of system

 Business processes as applied to system

 Accounting theory applied to system
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To gain a better understanding of: 
 State’s financial and reporting structure

 Accounting principles and how it affects you

 “Big Picture” 

 Why ‘how I do this’ is important

 How it affects the State’s final product 

 Financial Statements and reports

 Where we spend taxpayers dollars
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IMPORTANCE TO STATE OF INDIANA:

 To retain excellent bond rating

 To provide timely financial information to users

 Government Finance Officers Association 
(GFOA) – awards Certificate of Excellence if CAFR 
passes their review – a ‘status symbol’ among 
government finance officers
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 AOS compiles all information for CAFR; must be 
audited by SBOA with a ‘clean’ audit report

 Current compilation issues

 Cash financial system doesn’t include much needed 
info

 Some info misrepresented due to lack of accounting 
knowledge for certain transactions , such as transfers

 Future plans for compilation
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 Currently in revision; new chapters; new format; 
will be electronic form only

 Handy reference guide for accounting issues, 
compliance guidelines, links to more specialized 
information.  An excellent place to start if have 
questions.

 Relates to many ENCOMPASS processes, 
particularly noting accepted business processes 
to be used.

 Should be used along with ENCOMPASS Job Aids 
and other instructional materials. 21
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 ASSET – the financial value (economic benefit) of what is 
obtained (owned) or controlled (owed to) by a particular 
entity (the State of Indiana, in our case).  Assets would 
include, but are not limited to, Cash, Accounts, Grants & 
Loans Receivable (owed to), Capital Assets (owned).  Asset 
account numbers begin with “1”.

 LIABILITY– future sacrifices of Assets; i.e. what is owed 
and, in all probability, will be paid to outside vendors, other 
governments, etc.  This does not include encumbrances; a 
liability does not exist until the goods or services have been 
received.  Liability account numbers begin with “2”.

 NET ASSETS – total Assets less total Liabilities; in other 
words, the net worth of the entity.  Net Asset (and fund 
balance) account numbers begin with a “3”.
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 REVENUE – revenue is created (recognized) when a 
receivable is entered.  If revenue is received with no 
prior receivable, the matching entry is Cash.  Revenue 
account numbers begin with a “4”.

 EXPENDITURE/EXPENSE – a matching expenditure 
(governmental fund types) or expense (other fund 
types) is created (recognized) at the same time as 
the related liability.  Expenditure/expense account 
numbers begin with a “5”, except in the case of ID bills 
from internal service funds, which will begin with “6”.
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 OTHER FINANCING SOURCES/USES –
transfers, bond proceeds and payments, 
distributions, and other related items that 
should not be included as Revenues or 
Expenditures in governmental fund types.  
Other Financing Sources/Uses account 
numbers begin with a “7”.
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 Governmental funds -- general fund, capital 
projects funds, debt service funds, permanent 
funds; monies which may be spent for operating, 
construction and debt payments.  Permanent fund 
interest, but not principal, may be spent.

 Proprietary funds -- internal service funds, 
enterprise funds -- internal service funds provide 
an at-cost service to the government; enterprise 
are self sufficient funds, provide service to citizens.

FUND TYPES



28

 Fiduciary funds -- pension trust, private-purpose 
trust, agency funds -- monies not belonging to the 
government, but held in a fiduciary capacity.

OTHER REPORTING UNITS

 Quasi-agencies -- established by statute to 
provide certain services to the government; these 
agencies have the option to establish their own 
operating rules and regulations, subject to 
approval by their respective board or commissions.
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 Business Unit (BU) -- the principal unit of financial 
accountability within State government. 

 Fund (replaces fund center) -- the primary means 
within a Business Unit for tracking and relating 
specific sources and uses of revenues or budget 
authority.  Funds are self balancing sets of accounting 
records. Each Business Unit will have at least one 
fund, however most will have multiple funds, one for 
each State appropriation, Federal Granting Agency, or 
other source of spending authority.  

CHARTFIELD STRUCTURE



 Account Number (replaces object) -- used to classify 
specific transactions according to the nature of the 
receipt, expenditure or effect on the financial position 
of the fund or entity.  See Appendices for listing of 
Account Numbers.

 Program -- a classification of an activity according to 
the purpose or objective of the activity.  One initiative, 
PROBE, supported the identification of these activities 
and from the resulting report, Program values have 
been established.  Program could be used to track 
other activities as well.

 Department -- signifies the department incurring a 
cost; relates to HR department values.
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 Locality -- identifies a geographic location or area.

 Product -- used to track costs of goods or services 
provided to other State Agencies by Internal Service 
funds. 

 Incident -- a transactional classification used to track 
costs associated with a particular event or activity, 
such as a hurricane or tornado, as determined by the 
Statewide Financial Policy Group. 

 Project -- an accumulation of costs for a definite 
period of time.  Project is required for all federal grants 
and all construction projects. 
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DOUBLE ENTRY ACCOUNTING

For every Debit (+) entry there is an equal Credit (-) entry.  For most 
transactions, the other side of the entry is automatically made by the system, 
assuming the correct equivalent entry is made by the user.   Journal vouchers 
(correcting entries in AP) or journal entries (made directly to the general 
ledger) require knowledge of both sides of the transaction.

DEBIT (DR +) CREDIT (CR -)

Increase Cash  (receipt) Decrease Cash (payment)

Increase Asset (Billing of Receivables) Increase Receipts/revenues

Increase Expenses/expenditures Increase Liability (Voucher Entry)

Reduction (refund) of revenue Reduction (refund) of 
expenses/expenditures
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 Let’s take one more look at the state’s financial 
structure, as discussed earlier.

STATE OF 
IN 

EXECUTIVE 
BRANCH

OTHER 
ELECTED 

OFFICIALS, 
COURTS, LEG. 

GRPS

LOCAL GOV’T 
UNITS, 

UNIVERSITIES

NOT FOR 
PROFITS

QUASI-GOV’T 
UNITS
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 If an ‘After the fact (ATF)’ transaction,  should I use a 
Journal Voucher (JV -- in AP only) or a Journal Entry 
(JE) in the General Ledger?

 Is my transaction a Debit (DR) or a Credit (CR)?

 Is my transaction with an outside entity (cousin) or 
within state government (immediate family)

 Do I have all required chartfields correct – Fund, 
Account, Project (if applicable), Department, 
Program, Budget Reference 37
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 To deposit receipts to multiple Bus

 Deposit transaction is initiated in ENCOMPASS by 
BU 1

 Deposit line distribution can be coded to BU 2 
revenue account after selecting BU

 Multi business unit access not necessary

 Do you enter the receipt as a DR (+) or a CR (-)?

 Do you enter the Cash side of the transaction?

40



 To share voucher payment with multiple BUs

 AP voucher is initiated in ENCOMPASS by BU 1

 Voucher line distribution can be coded to BU 2 
expense account after selecting BU

 Multi business unit access not necessary

 Do you enter the payment as a DR (+) or a CR (-)?

 Do you enter the Cash side of the transaction?
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 Journal Voucher (JV) – adjustment to transactions 
originating in AP

 Can be used ONLY for changes to transactions initiated in AP

 Timing not a factor; original voucher may be paid and posted

 Use ONLY if total amount paid on original voucher doesn’t 
change.

 If not yet paid, alternatives may be an option.

 Required procedure, as JVs contain a field to identify the 
original Voucher ID

 Result of change – considerably fewer entries directly to the 
General Ledger; BU staff assignments may need review 43



 Journal Entry (JE) – an entry made directly to the 
General Ledger (GL)

 Original entry NOT in AP (would be JV)  

 Not to be used to correct coding for transactions 
initiated in one of the ENCOMPASS subsystems (AP, 
AM, AR, etc.)  Corrections should be made in the 
originating module if possible.

 Note – Required business processes for  AR and AP 
are detailed in Chapters 4 and 7 of the Accounting 
Manual.  Examples later in this presentation.
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 BU 500 has paid a $10,000 bill for a consulting 
service which was shared with BU 505; it was 
impossible to determine the share to be paid by 
BU505 prior to the payment of the invoice .  The 
invoice was paid from BU 500, Fund 11410, 
Account 531010. 

 BU 505 has notified you that they want their share, 
$4,000,  paid from Fund 16640.  (As account #s are 
universal throughout the state, this will remain as 
531010.
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 If an ATF transaction,  should I use a Journal 
Voucher (JV -- in AP only) or a Journal Entry 
(JE) in the General Ledger?

 A – ATF?  Yes.  The original payment was in AP, so it 
should be a JV in AP.

 Q -- Is my transaction a Debit (DR) or a Credit 
(CR)?

 A – My original entry was an expense account (DR), 
so the reversal should be a reduction of the expense 
(CR) to my BU and fund.  The DR would be applied 
to the other BU fund.
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 Q - Is my transaction with an outside entity 
(cousin) or within state government 
(immediate family)?

 A -- BU 505 is a state executive branch agency –
immediate family

 Do I have all required chartfields correct –
Fund, Account, Project (if applicable), 
Department, Program, Budget Reference?
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49
ORIGINAL VOUCHER FOR $10,000



50
JOURNAL VOUCHER MOVING $4,000 TO BU 505; NOTE 

RELATED VOUCER ENTRY OF ORIGINAL VOUCHER ID



 BU00500 has purchased, and paid for from their 
general fund (11410), software costing $15,000, 
using account 555553.  

 Based on a grant from the federal government, 
50% of the cost is reimbursable by the grant, which 
is accounted for in fund 62130, Project 
#500MED08. 
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 If an ATF transaction,  should I use a Journal 
Voucher (JV -- in AP only) or a Journal Entry 
(JE) in the General Ledger?

 A – ATF?  Yes.  The original payment was in AP, so it 
should be a JV in AP.

 Q -- Is my transaction a Debit (DR) or a Credit 
(CR)?

 A – My original entry was an expense account (DR), 
so the reversal should be a reduction of the expense 
(CR) to my BU and fund.  The DR would be applied 
to the new Project  fund and Project #.
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 Is my transaction with an outside entity 
(cousin) or within state government 
(immediate family)?

 A – Stays within my BU–immediate family

 Do I have all required chartfields correct –
Fund, Account, Project (if applicable), 
Department, Program, Budget Reference?
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 BU 080 has an approved MOU with BU 038 to 
provide certain audit services not otherwise 
required by law.  In accordance with the MOU, 
salaries of auditors for time spent on this project 
totaled $5,000. 
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 Q - If an ATF transaction,  should I use a Journal 
Voucher (JV -- in AP only) or a Journal Entry 
(JE) in the General Ledger?

 A – ATF?  Yes, however, at this time payroll is paid 
through the GEAC system and payroll expenditures 
are posted in ENCOMPASS through the GL,  JE 
would be used.

 Q - Is my transaction with an outside entity 
(cousin) or within state government 
(immediate family)?

 A – State Government – both are state agencies
55



 Q -- Is my transaction a Debit (DR) or a Credit 
(CR)?  What kind of transaction is this?

 A – By moving certain $$ costs from 080 to 038, we 
will reduce 080 expenditures already incurred on 
previous payrolls.  CR the payroll fund and account 
for BU080, and DR the same in BU 050.  An interunit
Journal Entry will result, requiring approvals from 
both to finalize.

 Q - Do I have all required chartfields correct –
Fund, Account, Project (if applicable), 
Department, Program, Budget Reference?
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 The most common use of this allocation is 
allocation of payroll expenses to funds/projects 
other than the original payroll posting, which is 
automatically posted from GEAC payroll system 
to ENCOMPASS General Ledger.

 Universal use of ENCOMPASS Time and Labor 
will eliminate the necessity for these allocations
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 Q - If an ATF transaction,  should I use a Journal 
Voucher (JV -- in AP only) or a Journal Entry 
(JE) in the General Ledger?

 A – ATF?  Yes.  The original payment was NOT in AP, 
but in GL, so it should be a JE in GL.

 Q -- Is my transaction a Debit (DR) or a Credit 
(CR)?

 A – My original entry was an expense account (DR), 
so the reversal should be a reduction of the expense 
(CR) to the original fund.  The DR would then be 
applied to the new fund and other applicable 
chartfields 58
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 Federal Project 500FP60001 has received a 
$1,000,000 draw from the related federal agency.  
The amount of $500,000 is to be transferred to 
either another State BU (subrecipient) or another 
federal project, where the expenditure occurred.  

 Note: If 2 BUs are affected, both agencies must 
approve the entry before it is routed to the AOS for 
posting. This multi BU approval works in AP and 
GL.
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 Q - If an ATF transaction,  should I use a Journal 
Voucher (JV -- in AP only) or a Journal Entry 
(JE) in the General Ledger?

 A – ATF?  Yes.  The original payment was NOT in AP, 
but in AR, so it should be a JE in GL.

 Q -- Is my transaction a Debit (DR) or a Credit 
(CR)?

 A – My original entry was an revenue account (CR), 
so the reversal should be a reduction of the revenue 
(DR) to my original Project.  The CR would then be 
applied to the new Project  fund and Project # (and 
BU if applicable) 61



 Q - Is my transaction with an outside entity 
(cousin) or within state government 
(immediate family)?

 A – Stays within my BU (or within SOI) –immediate 
family

 Do I have all required chartfields correct –
Fund, Account, Project (if applicable), 
Department, Program, Budget Reference
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MOVING $500,000 FROM BU 500 TO BU 286 AS 

SUBRECIPIENT IN PROJECT



 With all of these ATF transactions, we have 
simply moved the revenue/expenditure from one 
fund/account to another.  We have not 
increased (or decreased) the total 
revenue/expenditures of the state.
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 BU 495 erroneously entered an incorrect account 
number on a payment in AR (421150 instead of 
421200).  All postings have been completed; it is 
impossible to change the transaction.

 Q – Do you make a direct Journal Entry to the GL 
to correct this error?

 Q – Or should this be done in the AR module?

66



 Enter a new deposit in AR, using -0- as the total 
amount of the deposit, with 2 payment lines for 
each correction needed(a + and -) to net to zero.

 Reference the initial Deposit ID on the Payment 
Line in the new deposit

 Take the ROC to TOS; TOS will approve, using 
ZERO for an approval code

 Open new deposit; make correct chartfield
entries, using two lines for each correction

 DR (+) error line chartfields, to remove this original CR

 CR (-) correct chartfields 67



68CONTROL TOTAL AMOUNT = 0.000



69
FIRST PAYMENT LINE – AMOUNT = - 200.00   Payment ID = original deposit 

ID (123456)



70
AMOUNT = 200.00  NOTE DESCRIPTION TEXT



71
APPROVAL CHANGED TO PENDING
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TOS APPROVED – TOS DEPOSIT ID = ZERO
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TO REMOVE 200.00 FROM  ACCOUNT 421150



74

TO ADD THE 200.00 DEPOSIT TO ACCOUNT 421200

WHEN FINISHED, NOTIFY YOUR AR ACCOUNTING APPROVER TO APPROVE

THE CORRECTING ENTRIES



 Both the BU and the TOS incorrectly 
entered/approved a deposit for $10,000 that was 
actually $1,000.  The bank notified TOS of the 
error.

 Q – Do you make a direct Journal Entry to the GL 
to correct this error?

 Q – Or should this be done in the AR module?
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 Enter a new deposit in AR, creating a new ROC

 Q – To reduce your deposit by $9,000, do you 
enter a DR (+) or CR (-) of $9,000?

 A – Revenue is a CR, so you would use the DR (+) 
to reduce the original amount entered

 Q – What Deposit Type & Payment Method 
should I use?

 A – In this case, you would select the J (ADJ) 
Deposit Type and Debit Payment Method. 76
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 BU 500 remits $500,000 from a reimbursable
federal grant to Good County, a subrecipient of BU 
500.  The $500,000 is then drawn down from the 
federal agency by BU 500.
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 Q - If an ATF transaction,  should I use a Journal 
Voucher (JV -- in AP only) or a Journal Entry 
(JE) in the General Ledger?

 A – ATF?  No, the grant $ have not yet been 
received.  

 Q - Is my transaction with an outside entity 
(cousin) or within state government 
(immediate family)?

 A – Good County is an outside entity -- cousin
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 Q -- Is my transaction a Debit (DR) or a Credit 
(CR)?  What kind of transaction is this?

 A – Since we are sending $$ to an outside entity, a 
voucher will be processed as any other payment 
from the grant Project.  It is an expenditure of the 
state, thus a DR.  When the federal draw is received, 
it would be receipted to the grant Project.

 Q - Do I have all required chartfields correct –
Fund, Account, Project (if applicable), 
Department, Program, Budget Reference
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 Payments are made on behalf of your agency, as 
they are made for all agencies, to PERF for your 
retirement benefits and annuity plan.  

 Q - Should these payments be considered a 
transfer of funds or an expenditure of the State 
of Indiana?

 A – Since PERF is a quasi (cousin), this is an 
expenditure of the State and a revenue to PERF.
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 Note: State appropriations will initially be 
recorded in a state legal fund which is 
established by state statute.  

 Example:  BU500 is required to provide a state 
match in the amount of $500,000 for a federal 
grant, which to be accounted for in fund 62130, 
project #500MED08.  Appropriations/allotments 
have been recorded in fund 11410; $500,000 
must be moved to the federal fund.
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 As the revenue must be shown in the State fund, 
rather than reducing revenue  in that fund and 
adding to revenue in the federal fund, a transfer 
account is used.  These accounts begin with ‘74’.

 The good news is:  The Budget Agency financial 
staff will be doing this for you; they have an 
Appropriation Transfer List for all such transfers
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 Subsystems should be used for adjustments as 
much as possibly to preserve the trail of the 
information.

 The integrity of data from ENCOMPASS will 
depend on the accuracy of data input.

 If all work together to improve data integrity and 
achieve the benefits discussed at the beginning 
of this session.  
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 If you have further questions on any of these 
issues or other accounting issues, my contact 
information  is:

Marilyn S. Rudolph, CPA, CGFM

234-4929

mrudolph@sboa.in.gov
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